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COMMERCE, DEPARTMENT OF
Members for three new advisory committees on the licensing of exports of U.S. high tech­
nology, and members for six existing technical advisory committees, are being sought 
by the U.S. Department of Commerce. One of the new committees will help the Depart­
ment develop regulations that will control exports and reexports of militarily crit­
ical technology to potential adversaries without interfering with legitimate commer­
cial trade. The other advisory bodies, one for biotechnology and the other for 
transportation and related equipment, will help determine the levels at which it is 
advisable to control exports of goods and technology. The six existing committees 
for which new industry participants are also sought cover computer systems; computer 
peripherals, components and related test equipment; electronic instrumentation; 
automated manufacturing equipment; semiconductors, and telecommunications equipment. 
Members are selected on the basis of their technical expertise and their knowledge 
of Free World production capability. Broad-based industry representation is desired. 
The individual committees typically meet quarterly for one or two days, although 
some meet more frequently. The meetings are held in Washington, D.C. Individuals 
interested in serving should contact Margaret Cornejo at 202/377-2583 for further 
information and nomination forms.
DEFENSE, DEPARTMENT OF
Secretary of Defense Caspar Weinberger "will be invited to testify before this Subcom­
mittee in the near future to discuss the adequacy of the books and records of major 
defense contractors and other issues of interest within the Subcommittee's juris­
diction", according to an opening statement of Rep. John D. Dingell (D-MI) in a 
hearing on 3/25/85. Rep. Dingell's Oversight and Investigation Subcommittee was 
conducting its second day of hearings into "the activities of the General Dynamics 
Corporation". Among other areas of inquiry, Rep. Dingell stated that "the Subcom­
mittee is becoming increasingly concerned about General Dynamics’ bookkeeping prac­
tices which lead to millions of dollars of overhead expenses which are clearly un­
allowable being charged to the government. Another Subcommittee Member expressed 
concern about alleged violations of the Foreign Corrupt Practices Act of 1977, stat­
ing that "there are a whole host of questionable payments being made overseas."
Such improprieties were quickly denied by General Dynamics’ witnesses who agreed to 
provide a complete list of all foreign consultants employed by General Dynamics for 
the preceeding 10 years, including justification for amounts paid.
SECURITIES AND EXCHANGE COMMISSION
Legislation to amend the civil provisions of the Racketeer Influenced and Corrupt
Organizations Act (RICO) is still necessary despite recent court decisions narrow­
ing the applicability of RICO ’s civil provisions, according to a statement by SEC 
Chairman John S.R. Shad in Congressional testimony on 3/26/85. Appearing before 
Rep. Doug Barnard’s (D-GA) Government Operations Subcommittee on Commerce, Consumer, 
and Monetary Affairs which met to consider the "Bush Task Group Report on Regulation 
of Financial Services", Shad testified in support of the goals of the Bush Task 
Group and specifically endorsed the securities law recommendations. In general, the 
Report recommends consolidation in the SEC of securities jurisdiction over banks and 
thrifts. During the second day of the hearings, Mr. J. Michael Shepherd, Deputy 
Assistant Attorney General for Legal Policy at Justice, testified on the need to 
amend RICO’s civil provisions while stressing that any modification of the law 
should not impair the government’s ability to use RICO’s criminal and injunctive 
provisions against organized criminal activity. Mr. Shepherd noted that the Depart­
ment of Justice was currently drafting legislation to amend RICO.
TREASURY, DEPARTMENT OF
Proposed regulations relating to the limitation on the amount of depreciation and in­
vestment tax credit for luxury automobiles is the subject of a public hearing to 
be held on 4/16/85. IRS proposals relating to fringe benefits will be the focus 
of the 4/17-18/85 hearings. Requests to testify must be submitted by 4/2/85. The 
hearings are scheduled to begin at 10:00 a.m. in the IRS Auditorium, Washington,
D.C. For further information contact Faye Easley at 202/566-3935.
In a related matter, Chairman of the House Ways and Means Committee, Dan Rosten­
kowski (D-IL),has scheduled a meeting on H.R. 531, which seeks to virtually repeal 
the recordkeeping requirements of the 1984 tax act. The mark-up is scheduled to 
begin at 9:30 a.m. in 1100 Longworth House Office Building, Washington, D.C. on 
4/2/85.
2
SPECIAL: HOUSE SUBCOMMITTEES TO EXAMINE COLLAPSE OF ESM SECURITIES, INC.
A hearing "regarding the auditing, accounting, business and regulatory practices which
led to the financial failure of ESM Government Securities, Inc.", will be conducted 
by Rep. John D. Dingell's (D-MI) Energy and Commerce Subcommittee on Oversight and 
Investigations. This hearing is scheduled to begin at 10:00 a.m. on 4/2/85 in Room 
2218 of the Rayburn House Office Building. No official witness list is as yet avail­
able.
The "Ohio Deposit Insurance Crisis and the Collapse of ESM Government Securities 
Inc." will be the subject of a 4/3/85 hearing by Rep. Doug Barnard’s (D-GA) House 
Government Operations Subcommittee on Commerce, Consumer and Monetary Affairs. The 
hearing will begin at 9:30 a.m. in Room 2154 of the Rayburn House Office Building. 
According to a 3/22/85 statement by Government Operations Committee Chairman, Rep. 
Jack Brooks (D-TX), "The hearing will attempt to determine why the federal govern­
ment's extensive supervision of the nation's financial markets failed to detect 
what is being described as an 8-year pattern of fraud by a government securities 
firm in Florida. Two years ago, the insolvency of another nonregistered government 
securities dealer, Drysdale Corp., resulted in serious losses to Chase Manhattan 
Bank and there have been other similar failures. How many more Drysdales and ESMs 
will be necessary before the Securities and Exchange Commission and the federal bank­
ing agencies take aggressive supervisory action against these dealers?" According 
to Subcommittee Chairman Barnard, the hearing will seek answers to: "Should the 
SEC have been able to determine earlier the fraudulent practices now alleged to have 
been commonplace at ESM? When, in fact, did the SEC learn about these practices and 
what actions did it take? What additional powers should it have over government 
securities?" Additional inquiries will focus on the condition of deposit insurance 
funds and the role of Federal thrift examiners. No official witness list is avail­
able.
SPECIAL: CONGRESS LOOKS AT IMPUTED INTEREST ISSUE
A measure designed to replace the stopgap imputed interest and original issue discount
rules with a similar two-tiered imputed interest system was introduced on 3/26/85
by Finance Committee Member, Sen. David Durenberger (R-MN). Under the legislation, 
S.729, amounts of seller financing up to $4 million per transaction would be sub­
ject to a test interest rate of 9%, or 80% of the applicable federal borrowing rate.
3Arrangements not meeting this safe harbor criteria would be subject to an imputed 
interest of 10% for tax purposes. For seller financing amounts above $4 million, 
a test rate of 80% of the federal rate would apply, transactions not meeting this 
rate being subject to an imputed rate of 100% of the applicable federal rate. The 
under lying debt incorporated in a wraparound financing package and assumed loans 
under the transactions would not be subject to the new rules. In an effort to solve 
the problem of mismatching of income and deductions, the legislation would exclude 
transactions below $4 million from original issue discount rules. The transactions 
would be treated as if the seller and buyer were both on the cash method of account­
ing unless they agree to account for the transaction on the accrual method. Trans­
actions larger than $4 million would be subject to the original issue discount rules
In a related matter, the House Ways and Means Committee has scheduled a hearing 
on Federal tax treatment of imputed interest on deferred payment sales of property 
for 4/24/85. The hearing will begin at 9:30 a.m. in 1100 Longworth House Office 
Building, Washington, D.C.
For additional information, please contact Gina Rosasco or Nick Nichols at 
202/872-8190.
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